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Applicant is a Delaware corporation, Myin# b%M i~a~vm&J M- f%!@ $9+ gm4 
Applicant has attached copies of rhe ~mifiigtr of I am w$, ck+f&& @$ 
Foreign Qualification to do Bushe:& in- &e State bf Sm!!k @ B & Z ~ ~ D  @ F;!kEPbbtts, 

- 

5. Regislered Agent: 

Corporation. Sewice Company 
5 03 South Pierre Street. 
Pierre, SD 5750 t 

6. 

7. Corporate O.ficcm: 

Gh,imm John J. Rigas 
Michael J. Rigas E K G W ~ ~ ; Y ~  'fii%@ P$g%$&@& 
James P. Rigas E~~ i~ tEv i t :  "cii.c@ .&,@&mt! 
Timothy J. Rigas 
Edward E. Babcock, Jr. Vicc Pmid~nVA!+s~s%~~ta S$:gtftc;rf'~ 

John B. Glicksmm e g g  %@kd~~1@#%%igg#g: S@F~&#$ 
;"om Cady Vice Pr6sidenr 
John D. Lasater Vice Pre$idef~# 



Mark A. Ericlkson Vice President 
Jeffiy J. Miller Vice- Presidmt 

Applicant's key pers 

General Description of Applicaat's P r ~ m & s  

telecomrnunicati on 

based provider. Semi. 
seven days a week. 

services, "1-800/88 
Operator services, inclu 

Generall Description sf how Applicant intends to p r o v ~ t u p w c d  ..- 
-Ui~luc4-Lynr. scrvJcc$: 

Applicant will utilize an underlying canien; Braadwing, he., f~maEy , ~ S Y O % W ~ I ~  , - & lXC 
Communications, Inc., to provide its proposed senilcfs &%it ~ c h  rim@ 1% 'kts 
constructed its own facilities. Broadwing, ~ I G , ,  based out of &Mi@, r"e.xw, Ea tk-& @ptk 
largest wholesale providers of long distance service in ltfrbs Uriitcd St&&%< Bt;%~&d~+w,$i Emi 
has the fifth largest digital fiber transmission network with 5 major wgt~fting chia%:@%i 
over 100 points of presence. It maintains a national Nctv;nrk Guolrel ~cntn -  thrkf,kpg&$ 
24 hours a day, 7 days a week, The cust~mers' calk flog throkigg~ trhc ~g~&.lt!~&$idf@- 
carrier's (LEC) switch and is terminated at Broadwing's point of  p~csencc, She call-is 
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John J. Rigas is the father o.f'Mick&ef f, Ri.*, 
curre~itl;y serves as a director and exec~ttve 0@2w ef'lh. 
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OPERAF7NG CASH FLOW '" 
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AD~LPNIA BUSINESS S O L ~ Q N S ,  BC. AND !BG&%IDE;TCE%R 
NOTES TO CONDENSED CONSOLU*>AEt) FlNAbiiiCUk g''rh7PP%fg%?3 

(Dollars iT! thawandst 

1. Sigdfieaat Events Subseqpnt to December 31,1991: 

OmE March 2, 1999, Adelphia Business Solutions issued $3m,8tN ao-k' 12% F&M &{&~C%@M~ 
dw 2007 CLSubrdinated Notes"). Bn entity contr011ed by me:mM% rrf #b 8 i l ~  lh%yi -rH 
stmbotders of Adelphia, purkhascd $100,000 of the Subordinfit& Bate% J a ~ a i 3 -  &m ab*B@&rn @@@&i 

SoIutions at a price e c p l  to thepggregate prin~ipa~amount lrtas tha.diwaunt &#b *%@& m&$k%4 % n;mp 
proceeds-af approximately $295,000 were or will be- used to furnd A&1phra B W ~ M  
ittrmsts held by local parh~ers -in certain of i& markets and urilP b~ ~ m 4  I* m& 
investments in its networks and for general corpt~arte and warking aapi~itekf;-@w%a~ 

]During March 1999, Adelphia Business Sal~rtians oon%~mm& @w&=%w 
subsidiaries of Multimedia b e .  and MediaOne of color ad^ Inc, ta aequjlpf b&k r 
omed networks located in the Wichita, KS, Jacksonvitle, FL an$8;tckm43a@d, Vh 
$89,740, The agreements inmkscd the Company's ownership inte~rd IR P X S ~  d 
The acquisitions were accounted for under the purchase nettnod of l a ~ ~ * . g ~ g  
~r=mIts arf the acquired networks are included in the consalidated s@~srl&% @% 
effective Erm the date acquired. 

On April 15, 1999, the Company acquired an indcfcm~btf: rry& ~ % f  @%@ ti"f&f:"'~ %w. S=W$J 
C~mmunications, Inc. ("e-spire") for approximately $76 miles 08 netwt~~fc, f%kr it& :~$#;M@I&B *F$W% 
whjct allows the Company access to 14 new markets. In exchange* rhi;! C ~ ~ r n y  s~gggd .g iqgqq +$$ @ti!; *B 

432-strand fiber optic cable in South Florida that is currently tinder am.smgfggm. 



On September 2 1, E 99% fb 
the westem ha1 f of the United ;Stsli.tc%- 
to offer its sefirtrjccs in & ~ r r ; o ~ 4 m s f e  2@@ mfM& f 4 @ M m  

(Sn October 13, 1999, the 
Exchange Commrsstart tcr sell up tin 
shares, and other equity stm#tksL m% a%,*& 
sales under this ~egistrrxtion 
capital spending. acquisitim 
expaman. 







- *, 

-$t&m 2,Msnageonent's Discas6ian and AnaIysis of FihsllleiaB Catndififb#lo a& @a$@%* 

~ e f u i I o w i ~ ~ g  discussion and analysis should be read in c"ciq)uneo&*~ *atilt g 9  
Ciz~rJmed ~onso~iidntd ~inancial Statements and rhe Nares $hereto app$&t~inrirrg r& 
q& Itlie Cumparay S ,audited Capolidated Finuncial' Slare~lanfs a d  .il4t#m rfkd~*t$k i ~ c t  f&$~&d -t@ :% 

R w r t  orr Forrn JO-Kfir the nine months etrded-Dttcelmbt.r 31, f 9P& 

f ie  Private Seemities rjtigalion Refarm Act ob 1995 providezri a "sf& W 
&-&.. Cer@in i n f o m t i q ~  or statmenfs included $B this &I"rlrm %#-@% ia@&jt&%g 
-ton and ~ d & s i s  of mmcigl Condition and Results sf WwgtiQw p+ $q~$fq$kke@f;* 
i&-tion relating.. to fbm#'-growth, expansion of crperadirrns w &@ effel u;uf Wm W#@& 16. 

These '6f~wsrd-l&dcing statements" include statement$ ng&$g~$, Lb4 &&#&f:2 

o f ~ d b ~ i a  ~ukess ~dut ions  and i b  directors and ofiefrn, nndaln be &@gyp& .$y *:@: 
f e - l m k i f i g  terminology ::such as "believes," 'kxprc&," 'bmir;).,""'x*ItlT ;,""'%M:kh3a4 
m~%e3pat&*' or the negative &@of or other variations-thgrcon ~r c~n:q!@$%bhir $@~@dkk~&y q-+cd 
of h z q j y  that iavollve risk+ &id uncertainties. /my such fow$rd-!wkMg tnf@rmeriun 
ti&& mzd w ~ s i s i e s  that:could significantly affect expected ~6:sdQ ir"t rh- t"aqaf* ifam 
aqg fmWalwldng statnnen$hade Lf L by, or on behalf of, the Campy. 

1/1 ' 

Z W  n'sk-ahd utrse@nties include, but are-not lidbd 1 
t akk WMC~S to current and new custamers, erccprss mark. 

gh ao& constrangt fiber optic networks, instdl cia 
a b i n  6ghk- of way, access rights to bui%dia@ 

mW2;&:tions, fbmhises  and^^^, all M a timelyl'nianriet; at rcaowdkla a##% 
' .erd. conditiom, as well as risk$ and uncertainties relating to gmml ecoa 

e&tt oif wpitai, acqufsitions an'$; divestitures, government and regti1 
&e" ~ M m m t ,  materials, irnvdtories and programirrg technola 
r@ee& aftrrpid growth, year 2600 issues and changes in the competiliurs e&w& 
tqm-ses+ Readers of this ~ & m  10-Q are cautioned that such enr;csmf?nr%i 
smvw~c can fK: given tlhat anyparticular future results will be n~hieuq4 
&If= m&zialZy. Pn avaluatipg such statements, readers should #@ 

aauf6 cause actual even& or results to differ nlaterially @om 

Jnd nhrc months ended Septwbcr 30, 1998 and 1999. Additional i n f m a l i r ~  rv f W&IF% #h41 R $ @ ~ & F  :&% 
k i ~ a  and fman~id results of Adelphia Business Solutions can be %u~lsS Ikg C D B $ ~ ~ ' ~  &hiw7&;&r& 
& ~ ~ ~ g $  and E%cbange Commission, including the pras~ctus utlda R~@$5tl@lk% h~@i@a%$, $%~k#mp 
w&s %kt: caption "Risk Factors." 

The "Gompny" or "Adelphia Business Solutions" means AdeIphri BB~BB-~ +&;5:&&'.;h; k$& %=4% 
Mth i s  majority-owned sub$idiaries, except where the context olk~m%%#~ rgqru%~f$$ L"rris% 
s~wl tse  requires, references herein to the networks mean ( S )  ?he 22 
-tltm at. under construction (the "Original Markets") in clpep'iP%ren m 
1998, ofthe Company's initial public offering, which are wholly a& t%%j~mf!! K*w~$, *%-@@'* d 
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are joint venture parmerstrip~ asd et3m@sws 
Icss than a majority eeqllrrv krtteret ~a;r& w 
operational or under dmetopa~ent ~ S ; L ~ ~ ~ W B E  tab&&- 8: @%% t < l  K%j~i 

AdeIph~a Bcsine+ss SoEaEt~ns %@ a hd%g k&zg&7 ~m&x@*-be% Mw@$f 
communications semsces re cust@,r"bm @lt &@i* Bd3t-e- @Wgb*dW W &&&@#&% dJ+*% 
other communications services m v r d m  
range of communications w ~ c m  r~ 9 
services in approxirnalhtdy t $5 
statistical areas in the f j ~ ~ i f e d  
communicatiuns needs, the C 
national network assets, ffte 
technologies and senf 
national network. The 
tone (also known as lwal p M  
conaectivity. The cu 
which are typically priced st 

In order to take dm@ 
providing r;ervices "anunt%* 
expanding the reach iclr its a 

? - 
expanding these markets thc Tompimy r i  ~ M M  *b -.re $+ktwi i  p.wt( i  8 . b  & 6 G . r  
intends to servc 200 total ~r ircts  tu:~nr*Er & *; err$ P>~W pw 3~13 i . k~rn#f%~ & MI-M*@,Y+C $)$&IY J 

and planned rwlte bnp plrkfamu mJ tfi-rr$ fib aru.ik&, #W % ' w ~ m y  aW iRr -ti*%@ 
footprint will poritiw i s  I& ii 
which currently rep 
includes rhc pmcb 
all of tihe Comp;ulyqs rrrrstmg u 
implement various 
oapacit)l an its toeat 
backbone will cam 

The Compiury 
272,635 access f m a  mkl 

quaner ended Septcn~kr 10, t W 2%: Q$ Z;gde.%k~ 'jrdS@3 6 f ~ x + + ~ ~ i - , .  """~r i:f %@w .cqix,- ~~erc- 
provisioned on C:'amwny @ w % b  

Recent Dt.vt.lr?p~ne~t~s 

On Mar& 2. 4 89Bq A&lpbd& F%&t~sg 'hb&w% &%@ti% 

Soiutions at a price ~qrzat ~ C Z -  f-k LWW& 
proceeds of approxsmialicly 5295,W %%%@ 

interests hdd by lix;il mrPa.zr-sf bw g 
investments ~n rks nt:t%v@~k$ &B& fbr g @ M   EM^&$@ && %@%H& @iwW,- 



Duhing March 1999; Adelphia Business Solutions: rmsbmunat@6k IRE&%* 
shhidiaries ofofdtimedia kc.- md MediaOne of Colorado Ine. to ~eyuircticef* $.prsc 
m&J networks located in the Wichita, KS, Jacksonville, FL sad HicEmo~9.cidr; V& Wkqtj  
$89.750- The agreements increased the Company's ownership interegt in raeh t~ttk* 
Ihs acquisitions were.acco&d for under the purchase method af LceaUlmfig, A 
rrssuftsl af the acquir~d nqtworks are included in the consolidated rmtzlt,a a$ tk&@ 
~f&&ve from the dafx~acquird. 

During May !999, thS Company received $32,329 Z i o m  Tclu~e,  Inc, i'*k!@g$"\ b $br 
O ~ P  ~ i m  sewmi nof6 held by the Company. The payment npremW$ Sl@YWc~~ @$&*- 
mkws due to the Company-~sulting from a F&naary 1997 k'mntljre , 
f &lergy 620,000 in exchange fix a %20;000 senior secured note and IbX 
'&"&k sate. 

M n g  June 1999, the Company consummated a purdiiis & g w ~ ~ b  ri9itab &S@W 
CLEntagy3, Lhe parent of its~lacal partner in the Baton Rouge, IJI, Litti@- R @ 4  XR, 

- 4 -  

s g m m ~  increased tbe: Co1rnpanyYs ownership interest in each af the.@ n~cworkw w #&/*el- g%,@@ 
accounted for under purchase method of accounting, Acc~$d!~lbg-i$~ $At  f i t ~ k $ . + ~ % , ~ ' & .  

~aj~dr~eh4 imksks  ate jncluda in the consolidated res~lts of Adelphiu B~\af iq & l @ $ k ~  &%!@'w?- %@% 
&te ~ q u i n d .  . - 

bring August 1999, the Company granted under the 1996 Lofi16;.7'@rm I#~sag&%g 4'c 
fa mch af John J. Rigas, Micbel J. Rigas, Timothy J. Rigas, md krxire-s P, R ~ w  ft%I ~ r & i &  
XmCW Sfims of Cl&s A common stock, which options will vest In e q ~ l  &ig~&gb 
fiiup~h md fifth yeat anniversaries of grant (vesting conditioned on c ~ n t i 3 ~ ~ 6 R  WY&@% &p- i$% 
dswt~)rj  and which shall be exercisable at $16,00 per share an8 fii') s t ~ k  &%%d-~ r;i~smi~g 8+H%, 
C$SS ,,% camm~l stack, which stack awards will vest in equal one-third am~~b t-it+ $&F@$~ GQ* 

m i u e a a ~ c s  of gfafne (vesting conditioned on continued scentices ms an @wia$m +* &W@WL 

On August 31, 1999, the Company entered into a binding 8greqrn3~ a s k  g$g?r5& $ 
fi*0TY) for the purchase of dark fiber IRUs covering over 4.OM rau& m i t e  u( b%$?&i% jM.k&& B* 
ti* emwl portion of the United States. Although no payments have hew WI& 4 al $yew&%. I )  %& , 'LPB&i 
due cajc of the IRUs is estimated to be between 527,000 and MZ,OOO h - & t g g  u@@& & @sep+w iir ?& 
C m r u y  sf a number of opticms for additional routes andlor fiber stranrlsr 

On September 21, 1499, the Company announced ia decrsi~xi XD ,a~md %&F a~q%&i rw%%g$% 
at~e wa:stenn fratf of the United States. Management believes this exp;tnfia& rimwtk tW < * ; + $  - 
?is sfn.tces it! approximately 200 markets throughout the country, which r @ p ~ g @ ~  spx*&&wi@F+ . . &$%& :@& 

addwasbic business tc~ecomrnunications market in the Uraitcd State$, 
12 





Equity in net loss of-joint venrtlras decreased by E31% ti)  $ 2 6  t?tinf"~,y i* I&)* r i r . l r * w e  -** 
S q t g ~ ~ l k  30, lw tiom $2,614 for the same quarter in the pdsr year. I'b WE $ r * ~ f i  P+C !&% I + W ~ E ~ P  ~*wPQ+& 

fw thc cbrrr months ended September 30.1998 and 1999 wmc w&uily thr nnilr 6 . t  ~@w~wfwd i ~ ~ ~ i r  

@ally offsetting s t am and other costs and expenses asswixrtcd wrtk &rrm, ,?w+M* wi 
management of the networks of the joint ventures. The decrcars: HISS dua t~ tk eum*tfi%+tft +I): +-*$&# ~ w +  
ventures resuIting from the purchase of the partners' interests, and tu the w~2i~twg ;if h &ww+m~ A+ 

Prqfemed s t ~ k  divide.@& increased by 13% to $7,969 &if ,hr@ gwt# www Pi 
1999 tiiim 37,026 for the sanig.piod in the prior year, The j ~ c a i a ~  WM dm w 4 $&-'9~~ 
prdM ~ w k  b a s  multing goin ithe payments of dividends in addifional g ~ g g  cn# p@l@>&k 

Mne Month E~ded September 30, I999 in Conparison with Ninr Mnrrha E~dcs) j&p~~&~ :gia .jJ%$@ 

Rmenues increased 303% ta $99,000 for tho nine months mdi:& 
far meperiod in-the prio~grs=ar. Growth in revenues of 6?4,447 @~uE& 
fiQm majmity md wh011~-owp1~ network. of approximately 673$5$, w g&gm$s$ 
vial. year due to the continued expansion of the Company's custbrnar IxrrtzgI gMgg& g%~d,&*+ig &W-S$'W~ 
mi .ce s  and fhe coasalidgition ogihe Jacksonville, Richmsnd, Wishiw* Bat@& ROW* kW@$ a& 
mtwkm* ';ke increase was aIs9 partially due to incrca.sed manrr@rrn@fi f%$ ha $& Y'V@:>&{&M~ 
mbidirnries of $1,189 ,from the s&e period in the prior year. 

Network operations expehe increased 147% to $36,057 for tkr! m m  w~l* ern.. 
1999 fhm $14,586 for the same period in the prior year. The incrwcit w@% ~k@i:bh~3% 
wmtions a{ the NOCC, the inc&ased number and sixe of Le  opnati~m uftC 
i n n e d  employee related costs~equipment maintem~e costs a d  c s B  a&.$!. 
rn mskefs, and consolidation of the Jacksonville, Richmund, Wi~1Fr-ib, f)&%@ &&*, 

mrke't5. 

&fIin$, general and administrative expense bcreascrif 2%@! &? $9?i& t% &@ %P % : ~ 6 l  @- *:* 
S e ~ w m k  30, 1999 &om $24,038 for the same period in the pr~or year. tSlc f$%naipg%hi4- %+-@I$ ~~ p*W2% % 



Thc Comflany kelnwm $J& b ~ w d a f % ,  N&~P'P W+F& f .  ei&, &#B%w & &w&i+g *&;)tp w dfi&w 
the Company to butid Igtpn mnnsb #B a &@& 641. && g d !  rttj&~$ @%#%& tRtln- w&dJ %@ uh Jlr 
own. Ti,t f'ompwy currat!$ k pM8 *@@%%Q I ~ B M  h mWsWkA its;& jic&& f%it%%~ #&!w W 
Company owns 541% sf' csch p?me ugWagr -4% 2 b G R  ~tfl %%~-%'m~''p @*?% &WP&~@ pm&te % 5-- 
;md other joint vcntwrs, s t;ibIasW;aF $rsle%%t% 3% @ @ W e *  &kW%% @"it& 3 ~ -  W@ ~~~ W W 



am, (S$mmi anct Administrative Expenses 238.4% =A_ 

E~~~ is) NM@) NMtbT gLem 
f*x Eammgs &fore interest, income taxes, depreciation and qmortizati~n and ath~f incarn&x:~csurfHDXa i;c@C.f@A! >*#@&;*-@&<&:+ 

f l ~ w  cammoniy used in the relecommunicatioqs industry to analyze and cammre ~ f & ~ f i ~ % $ ~ ~ $ ' % x ~ @ e  +%@*@ @ Y@ w39-4 
*rating pe&mi;ance, leverage, and liquidity. While EBITRA is nqt an alternative cndiQtk$r ~ t f . t ~ a $ $ ~ % ~ " @ 4 " * ~ , ~ d ~ ~ $ i ~  
re tab flowr (rom operating activities as a measure of liquidity as define&by$~nawlly a$l'efp&s:<%@r~w&&%~*% &&;M' 
ESFTDA my not cornparable to other similarly titled measures achrr romgnf&+ R!@~@T*R$ &AX&~*K*W&$ Twi- 
kkmi-s that EBiTDA $5 a meaningful measure of perfonnanm, 



The dc~elopmeot of r k  t-miJ+;4yJs m g s  g~c"~;:ia~ 3x2 ef&&~!~**kn 4 4% r;?fi;ts+sl rn 
well as the d r v e i ~ p m r  of *'at ~~4 w@." t=& i h e ~ & *  :& t - & & ~ b x = ~  ::? P:&$$@&&% 
NOCC. have resuIteb rti, 27&ta%ai i:.z~@td ~ W - Y  a ve3-e Mw tk ,M. &vW 
Capital expendl t w s  bp tk Cw-3- w w e  % i+PS,*I kg& $;:&AT 9 %?IF & +:* ~ Z ~ C ~ W ~ F  -&B %+@&$&!? :&. 
1998 and 1999. tespe~fi\rly GM. ~i.m e* W. & f wm. T *t*~ 

were $32'1 50 and S27.421 k 
increase in capttd c x p c m i i ~ ~ ~ ~  fix 4ik 
period in the; prior fisrat 3 % ~  gs 

Company expects that l a  H-I~I % 

Company aiso c x p e ~ b  t~ rm 
For informati~n tepdmg wmt rn-m g m  C*-wJ+ 5%- 4 i p Q  -- :e 
"Recent DeveIopmfits." 

The Cornparry has e x ~ ~ i  wgaw q a i i ~ ~ ~  &BS -C $& %-*, ,k &kw qf 

openthe, losses. su&Unt&i ;izbl rnem$@& m+&%@r& &&@ TcL~w'~ @ t& &#&+.E- 
the-an NOCC. and t ~ ~ m m a l  arns- g clw +w& *- m+ S ~ W  d W#&$&@W$ m-*& M 
flow. 

Expnsron oe' &e C ~ q w q ' s  -2 A i  m$ IW k~ #~&@%wrr +P ?%@* !kit&&& 
and services w~l l  rpqunc srgmhwi +GO F& g m m ' s  r w  >&C FRfDitW jlMI W*jF1 
continue to req~rr sulnranta  sap^ e#ras(r$a~ w $re% WWB&~ &~WBLHWS Eiif s ~ d G e - m ~  B 
the Company% s t '~sh  f tar tk as,- & m e  F~W. C d m ' s  
(iii) the dcsip. co~%tr& W &*!~pgie~ $ W* uih. %&kg& {W i ~ k  
ownership intetrsts sn ek ~XRRM %&&&& g i q m  
invesrrncnts tn joint ~ n r l a m 5  & CMW WH& db @? rn%t%$% *F 
all of its C)ftg!nal $-i-fuke& 

to provide swh . W M E %  R &I gif 
technology. in ddtlitcm, 
signtficmtly In s m #  
Company atw pin 
attractive econaBtc f 
and the G.S. grrpvcfi~ 
be required to far34 the % B I ~  

pro rat2 tnticsfma%tit f f i  I ~ G  

2000. 

Therr can be w &~.~.~rb-s~t;e g e b  $%&s ?& $ - ~ p ~ ~ y ' $  hkW ?i:M-~(rW%@W t@i$k Y&!% ~W~~ 
from those p t r ~ ~ t ! )  ekafita& 1t.w k ik %$ G R @ $ ~  i ~ t  kz .&@+$& - imb*tt . . 
cont~nued arrqulfrrrw, 04' mik44  FWW%&@ E+% W%W?W, Y%@&%% ~~~ 4g&i4Wr 
expendiiurc requkeemr%ts f b r ~  Ikxt G X t Q d  %a+&% M 459 %EW & % ~ ~ ~ ~ *  @ &??$ L%&R 
spectrum or ($1) t b :  nn lupmj  ~&t#gt~  kw& @d@~w @wWM& w k W  k@@%fa &$ A@@#+ * 41 
become ava~labfe ti1 the t ' i ~ 9 8 y  o@ &~%~%+%jb- QW&W% IgtW 9fc bb" * ~ k  %t +$@&t~+: @ i+r ~~ k 
expar~s~on of fhc C D ~ ~ I ~ # $ ^ *  WfC?gkfi nWj I$%%& %@ @I~W&@ - bYWptiM; $& i& ~'$Ki#&9%:'j4. @$l%k%iA@ 
clusters and thc ticvcirqm~al, bP Xqw:!w@ o$ &#kVW* W~l;'m&y d@* Y~s%~&$L' &&i&%$ 

$' 







C- W C-38ng Cdmpanjcs' significant customers. Any of these rcsults cnuld hsvt. jrpk I&$?% rdt#+~il ++ 

eted metger of Bell Atlantic and WNBX,-rr'h~gg c#&W& 
Company's markets. Other cornbinatio~ Ihp.vt3 ~MC&@F& R 

tbe Company, such as the combination of ATBL'J carp* &qBk HB@J:&@ Nxw 
arrd beritech, Bell Atlantic and GTB,, Q w q t  n%& @$ *+% @W 

'~,c'w@&Kc& wd Ssp;i~. The effects of these combinations are unknown at !his hrtw th h dn'9.~9+3'", 

&% s d m i ~  a f : h a 3 ~ ~  md others will pose a greater competitiw tbqg~ & F@J~:W~+&@R 
ng a significant proportion of its custorne~~~' wmrn~ak%t:+&%&%- %%4T 
on the network of the ILEC. 

face, competition fim other CupTeBt 884 
ILECs which are not subject to RBOC restrictians IXT 

, cable television companies, electric u~ili%@$, M*w%~@ M m  
and private networks built by Eargf: md ux~yi, 4% & $  
ams, Qwest and Levd 3 are building, an 

to provide local services, Furthw, 
us local cable infrastructure for toIe~rr3mm~~c 
ies. Finally, although the Campa~y b$ , 

20 



relationships wrth the at& B 
own facilities, prr-rd&$o i,a6&r 
the Compawk wn-rccs *he% mfe$zg @ 

Spect fieally, r hc C:e,ea: tfl'sikt PEL$ PS.'C W g s b w y  b * R  &q~r@ d & f w  w 3 m w w  mwe-& 
elements, to 0tc.r cnt I I  W a  J ~ ~ C Z ~ E  +r-wew r n e s ~ r g  &&$b#%$ir %.  .&,#% g ~ 4 q i e ;  ;;si+g qp q%wisy 

... . . .  =. ..,. , .  ,...., , ,,,,. 

must pravtefc, In &&n 



Many new carriers have experienced difficulties in workrny #*irk ck $8 f*  4 **he: I*+@*.~J .-.+ 
provisioning, intmconnection, rights-of-way, collocation and rrnpb'rtcnlfnp t k  sy*ww: -w& Qr %%+F 

M;rim to order and receive unbundled network elements andl \ul%~f$ga$ ~er%+rp ih&, 4.4. jf B 2  w 

Coodination with ILECs is necessary for new camsrs such as tbr C o w *  ~ 5 .  prwsb i*+=$i ;.*r,--- c 
customers on a timely and competitive basis. The Telecornmmicat~tns Act cnat& &&?b*+t %IF $** - .cl& 

cooperate with new carriers, allowing the RBOCs to offer long detann snvt$$t.r* afkgjiwnau rt t%r +%+ 

the RBW satisfies statulfory eonditions-designed to open- their iwul mrkm ttt ~ * m g w i ~ a *  1% OW*' .r + 
%he Company's proposed markets-are not yet permitted by the FCC lo uITR kmg Jl- &~il*il: &&w@ 
the FCC may soon grant Bell &litntic's bid in New York. 'he Company cmwr kr t#& &I$$-% k **a 
be ~ccommodating to the Company's networks once they are pml iHldt f  to ufir Iwy 114-w ww+tm@ $12 *@ 
h p a n y ' s  networks are  able to obtain the cooperation of sn RkIO(' m r M ~ ~ W I L  

RBOC has been authorized to offer long distance service, the Com,fr~ny's iwrwrm* bkt4M W :W 
services in such region on a timely and cost effective basis would be adversely ai'$&ec4 

&~vmf EECs-have filed petitions at the FCC and have initiatad Irtgi%l&i$% 
of w a i n  obiipations-impsed<';n ILECs in the Telecommunica(ions A& 
& & services, including, among other things, the obligpitisn & 
sfi%a 'h addition, ihe ILECS are seeking to provida high*spet:d d@@ ar@wfg@ 
%%that c a ~ t y i n g  with the market opening provisions of the comp%-~-t%vq ~&gkM 
'FeI~cmrnt;mic&~onsAct, which would be otherwise required of tfiern, Tk 6C$: 
%&,st u.ch lsrvices arc subject-to interstate jurisdiction and to tho re& 
T&@t%mwii~8tions Act. However, the FCC has initiated a procetedi~ 
&ate s ~ m i f ? :  affiliates for fieir high-speed data services that wwa~ld 
zMitim tberre mc numerous bills being considered by Congress which wa 
'mole- sut~orncs could have a material adverse effect an the Company, 



The FCC" aka martag= mit~'at  
currently assesses t%re Clm-hyT-"9@eW& 
year. Within thlt:: past yewC 
sewices prcrvided tc, qmR&l~p %Wk - - 
The FCC also expanded 

To the extent that the Ccmpizzy-s ~ZW&V. r ~ ~ ~ ~ d h w g ~  ~ I ~ ~ I I * W O *  :$W%@- 
access charges are required to be prd tin TLECs t p i b  & f&~&b& e& Wi@ ~tkqimrn a& W t w l  &i&W& s;r 
termmate interexchange: calls- AFsa 3s cLGCS t& C w - $  WW#& W%I& &~CW!SS s+?bW % ~~ 
interexchange senvtcc pmw&.csL '% &mWe &am c- @a. t%&gs a& si&&k ki e$w%<b* 

by the FCC, while those of CtECs tfr scbj&zt feg ks ifyfCs af &3' &!g&@& %%&@ 
requirement that aH charges k j a k  %@@ @@XWAkBky ~ A @ % % p l r W 1  %W & @$? 

interexchange pnviders to wirsm &e @ t f f f r * ~  nueuw ~ c g n - m  im* &f& # M 
Sprint, have announce 
any given geogaphtc k*t? H@ &we@&%% a#$ W + 
the~r rights to collect itrcce cbtg&i thqt +~~p!f%%~-# & i t . !  !&ct~& $@:f* Ws =iWRM# * 
proceeding to invcstrgatz w h e w  CL&K &&dg@s B W J ' ~ ~  s & ~ ~ c R S  @ - &-.++* M@&%&B*L %$tic 

of' the--Comparry-'s ~ e t ~ ~ b  f@ j&& - 
long distance traffic, 

dominant lXCs w,ll no lmgo' bc ubk &$ 61l * r r& *@b &@ i*C& F~~~~~ kW l#h~3$ha= tMg 
distance sentices (dre "lXC" %#ti&qg f ~ & s  W W& !k#%& &R& J%%&W?M &@ *&%k &P 
operating companies pt%& a@**- "nk% &q#iv@ W g@.@%%&j~ ef+ W- ~~~ i$ &@&$ 
rely on terms and condttinr*i cnnemd m r aifM m.& #-@ &G$ ~lnrmea  W i&~%t@#k. siMW& tf4 

Columbia. 

' ike TL?~CCU 
legal requirement ahr grmh~b~ M % dkqr 4,rf W ~ ~ R F I F ~ *  Q% t t ~ y  M rn>v&%j MW.C* i~i; 

intrastate t c l ccomrrr~rca~r~~  st-two* SWQ ) W ~ ~ @ I Z K & ~  ~ k ? l ~  W 8 g k a a ~ ~ k ~ i , ~ e ~ . i ~  ~ h t  M 
laws necessary to prcscm uncvm: $ m ~ r ,  pradturkleb &&W WW. *&W. ri6w W ~~~ 
of telecornrnun,en\~onz s m t c n  ihd 4 t l c g ~ 4  \As &$%.a n$ h'+%+im~% fhe i-u$awqr Be %%4~&*.~4.4!3 



A Campmy network may be. required to obtain from mvnic~pd 
paxiits, or i~peratin%~fran~hises, to install and e~pand itr f"lk ap 

m e  ~itics, the Local Parhers or 'subcontractors may already possess the r e q ~ i g i l ~  
rn =pad the ~ o m ~ a n y ' ~ ~ n e ~ ~ r k s .  A Company network or its Local Partnng&@ 

S i g a s  t~ gmch facilities to utility poles in order to build md expawtd far;i!!%?~~ 
B%%G~ by a ~aqxmdve or, munibipality are not subject to federal polc at&@ 

s && a Compady network or its Local Partners will be able M oM%if% p~bb 
ai$$tigs at t ~ m a b l e  rates, terns and conditions. 

same aitht: axeas where the Company's networks provida sewice, %%%& 

w Iranehisr fees based on a percentiof fiber lease payment revenues, In B&#~T~QM, ia %~LR, 
&s mt we facilities constructed by a Local Partner, the Company's nefw~rkx my k %wq&cC~ bwg ;W 
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81 4-2 74-4830: 

ns of the Proxy Statement for the 

i-.:~ + ghcrl; matk i€dircIosure of delinquent filers pursuant to Item 405 of Rl;gulztioa 9.K r a ~ .  c ~ @ i ; m + l ~ ~ &  W 
w& &% k urnPllocd. ta Le best of registrant's knowledge, in defmiti~e proxy or 1nfomt$@a rtuHmmlt fdw*~@k 
f$~&we @apt EIE of.& Form 10-K or any amendment to the Form 10-K 









In addition, on March 31, ,1999, Hypetion entered into purelase s#~r~urr?wa% wit& 
r h f ~ g f ' ) ,  rbre parent of its local m e r  in the Baton Rouge, LA, tittie RaL AK &I& 
th-;FK-f%by Entergy will receive $36 million in cash for Entergy's ownership intarl'6.sts .pi%& @f f&e' 
sans-tiori of this transaction, yhich is subject to n o m l  closing cclmliltiom arid rtrg~be~y 
C6-y3$ ownership interest in each of these networks will increase to I(l6%, 

LMDS Licenses. During 1998, through a partnership in which Hypc~trron b lb. 4%%% ii@~k~m: &y 
Comp~~y  was the successhl bidder, at a cost of approximately $45 rnillioa, all nl which k g h h  6&@& &J- 
31-OKz licenses, which covbr approximately 83 million people in the eastern thitod Stmen,  mi&^ 
mwt-afWyperion's nktw~rhsystena territory, The Company and its psrtnor ore rutt6nliy iro-jk 
th pmerihip, and the licepies are tosbe transferred ,to the Company, at no ndd,iticrniaf ~trc~I$@ I& % ~ & B ~ J $ ~ ~ B ~ &  
cmment: of such i & r  by the Federal Communications Comrni~~ion (the "FCiC"], ~lrlrr'h twpLahC h 
t&hheld. Hyperion plansto use the 1,ocal multipoint distribution service ("LMDS") ~ p e ~ ~ u m  M m~$t&r&?im$&%~ 

h & v n  the spectrum to k &hlY complementary to our fiber-based rystdnr as in e~k%@rni~d~ m#%%egie*& 
'%ga-&18 corulectivilif for customers that othenvise could not be eranamicallp addresbett w l l  b$'ca4- k @ b  
t.-xi\*iQ. 

March 1999 Finaticing. 0x1 March 2, 1999 Myperioo issued $300 n n i l l i ~ ~  of 
Mc;$ due 2007 (the "'Suborrf'ited' Notes"). An entity controlled by mmlbr:m ruf tb 
.;t:h#;Wl&f~ of Adelphia; pupchased $iOO million of the Subordinated Motes directly ff@w 
te tk ag@iqptc principal-amom~-kss the discount to the initial purchasers. The net thfHti@ 
dliirn *re or will bemed  .to fqd  Hyperion's acquisition of interests held by fmd 
&e& amf wilt be used to~fund capital expenditures and investments in i lg neewnrka @v3 
WEB& capital purposes. 

&jperion IPO. En the June 30, 1998 quarter, Hyperion issued and ~crld 12,@$Ok@W a k d ~ ~ s  -&kk% "ri 
C m t ~  5 t a k  at a price to the public of $16.00 per share including tha, urrdemikrsl! W@P&#@~+Z$W-~@T$%~ 
S m l b m l y  with the ciosing of the IPO, Hyperion issued and sold 6,966,667 rrd46~~eprlt q!@W a# g k  ?% 

ta Adelphia at a purchase price of $15.00 per share in ex~bagr  ib'trr %t-@~#&k& &,# @&mhf:* 

plryables owed to Adelphia 2nd for cash of $49.9 millioq, The% t~erle~tim%rae@i4 i$fi@%qh%%@$k 
d@aiyi prme&s to continue the expansion of Hyperion's existing markck$ and r@ barkt W e  I 

'llie k y  campnents ofthe Company's strategy as a leading provider of campt.ktiv@ kla$Wf&l@%&W% 
m e  gtc: 

Fmm On Ta~ecommunicarions-Intensive Customers. Hyperton paauider &$P %RM*@ 
% ~ ~ m m i ~ l r t i o m i t i v  customers that include businesses, govcrrutrental and rducatia~l I?@#- r#qw.ki w%4m 

eafialx~ senjct  providcts. Hyperion believes that its target customers 8tC a t(n$@ @ m&%~ql~.l+b 
gcmmtly have limited choices in their comunications services puacbaaing &c%~sw. 'Ph& % ~ @ $ W W  

ty L~C& nliability, high quality; broad geographic coverage, end-to-end service, #ai~fk@@fq 
d:ww% timely introduction of new and innovative services. The Company offers tk J b ~ d  age 
g h k b  h99. to int~rcbange or long distance carriers ("IXCs") and has entercd inlo r i p ~ ~ k  wnu* &$# 

WT&T &mi h.ICiWorldCom to be their preferred supplier. 

E~pxmion oJSder and Custonter Care E/lort. Hyperion's goal i s  to crratc bncr ~ul~gmx &WH(XVR@ ~5 
W m  tkk pzillcipIaf and preferred COST-effective alternative to the incumbent c~ tmt~n iml iu  

ah& &ad to capitalize on the- Company's expanded addressable market, Wypcrnerx 
IPE canakme to incteasc its direct sales and support team consisting of sales prcr&s%ctg 

Cyt4qmy has expanded its sales force from I28 salespeople at  December 3 1, 1997 to 241 n 
f l. 8!$91B; and cxpccts to increase its sales force to approxinlately 450 salespeople by D e u e d e  41, BWg 













Mi@&5 &&bns C'Stak ,JWCs") and the FCC are reviewing whether use of' Local ~ p t r r n v  ii+rHf%$ k&g%%@e% 
kft~th-for ~ ~ ~ ~ ~ m m u n i & t i 0 1 1 s ~ ~ ~ ~ s e s  (as 6ccurs when thc bperiting compnnirr (&tr f h r  &@+% 24p$$$ r&%# 
bcaB ~"ijme nr furrrrer iocal,partnei;i) should entitle incumbent LEGS mad clccwic rtrflit~~il! f k ~  hznt@ p k k M $ p ~  
w ZQ@@% weupancy fees, Such increased fees couId result in an'incnllse in rhi: anwrunt oFrk w 3 % e ~ & ~ b  
by $he ~ i S l t i n g  companies t a  the local partners or former local pamlers' 8111 srr~g L%W.J, $ 1 ~ ~ 6  k$@@q +#$ 

d e l g f e ~ h t e  the fiber lease contracts between the operating companies nnrl UIetr Itm! ~@F~RB*F ilv ~ W F  %*4' 
pa%%ri. 

h ous when the Company acquires 100% of the ownership infer~;tf of tm oge~auk~$- p&fi+@@&.&$ dM- 
$g@tGtw& afi~terc~ks from he Jacsil partner, rhe Fiber Lease Agreement wit'i~& ts atr~t?i~k& #kt fik,w&kv c & @ - f  F@ &%' 

25 p a ~ k k e  of fiber opilc*capacity'frfron the former local partner that sited t h e  partrtrrship, 

4 3 ~  Ft?Bm&@ 20, 1993, zhe Company entered into several agrecmenrsl with "'ii~legj~ fix. d ~ & ~ $ c d @ k ~ &  @% 
pi6tetm feg&rdircg the !ease ofdark.fiber in-New York Stale' Pursuant tn &en:! agrremt@s M& lit +iensr~&~i4%@dcs+-:e 
$%qs%&t Qf $3 million, the Cornpz& received (i) a $20 nlillion ,senior rdcuaed flaw VBltr ?@k~g$, &I$ - %. 

id lease from a 'l'dergy affiiiate for at least 25 years (with two additro~l rr;n-yBsaT *~NB*~&&$B @$ $& 
4k hiillYed or to be installed in a New Y ork fiber optic rellc~oinrn~i\1~at1qfal4: h~%@iil@ E*G~M& 

C, b k b &  network $1 cover approximately 500 miles aiiurn MuiT$n to Sfl~&t$%e @% ~5&%iik %k+ bi$% 
isp'& Ci@+ ttrark, cnd will p r o ~ i d e  interconnection capability for the Companyt% qjc36i~T.tl~& rrgz%q%ab* &;*&@ - 3 ~ ~ ~  
IC~:BS& Yark 

dd# *,F@~~!WCWE 
I 

- r 

has enrered into several agreements that entitle the Colnpiitl~ trt ;4 \x~~lg~e&f~w &p&i.$~ @2$ 
raatd miles of local and long-haul dark fiber. Gcncrally each agre@Pli@~t$ fv~+~kz@+#@$~&*b~~i 
cqmisting ,of an initial payment, followed by installcrlerds t!uf.ifig the dtk%&&t@!sl$k@~ @?+& 

adhi~e?iiinlj certain miitstones jsg., commencement of cocsontc;ticjn, ~n~ttltillt i4%$kgtl+Efinr*$ g1f 'fwc 
, 'The t"rmf pqznent Foreach segment will be made at the time of sr:septicncg. 

j 

b ~ &  g p m h t  pra~ide~v f i r  the sharing of certain maintenance and upctatriltg wsfv  Bk i@p@>tWb 
rt1& ~ 4 c % p &  &IIVCQ d3fes tior construction and delivery af segments alklrrg Ihe %wlx~ t$k i#%&~%&*, 4 

mqss. T b  a~t~t:mnts provide,-for penalties in the event of delay of scpmcnrs ;rrirb 3% 's"sfbi$t p;iig#$$W$%%, 
i&kamrrtii9"e non-delivered segments of the contracts. 

3 F&fk&&~ eL4&~m~g@f 1 

Ra W g e h r  31. 19% the Company consummated an agreement $r r $243 mrtlif!~ buqi hmb 
f&tlw ~'%&r" C&p5b1 Carpontion (the "AT&T Lease Agreemenr"). The A'FB'P t,eq$# ~i5..&~alm$P @~$k@kx 
f&&ww Ta rgf~& winol the operating companies* switching equipment. Included in C AT& I i k ~ h g  +%/ik@%% & 

lh ~k :2@4 k%%bjn;rck ~Teertiiin switching equipment for which the Company recrivcrk fg l4,9 nlitftsrr% lib 4qf$$ iif 

a$&ir~h& C @ ~ W B ~  kasw under the AT&T Lease Agreement arc seven an3 oar b$P '~G&$P, $,g~Q%~%&%~khy 

DY%m&& 30, 1#?, T)[C: AT&T Lease .4greement requires the Contpany ta nllrintlwrri enti t f i *~q  3.k I#kW,$ 
g d p m t g  && pahibits the Company from subleasing the equipment, except to rrrrwo &%t$fj#tF$+& ~.*j@%;brrr 
$ @ k d ~ k %  L?tda lib KP&T Lease Agreement, the Company is required to indemnify A'C'?KI $*@f%u$ @q@p#m&&&bk 

kw e@a@$@ $him wtfr respect to the leased equipment and far certain tax ltabititicrs. 

n*nrtal!y+ u* Campany ma wholly owned subsidiary of the Company pro~idcr tkr nprB$jiiy pigBlPP~&~r 
&$& &r TafEmrng srrices pursuant to the Management Agreement for a fes b w J  on ik C ' B ~ ~ ? ~ F % I ~ ~  $,ek :"t 
pss&&g '-twbf 3grt4~e&: gcutriil management, monitoring, marketing, E C ~ U ~ ~ C I P ~ :  prw@-+i.#~& +~gt+wgag~ 

w+ & % $ ~ I B &  pCaming. construction, maintenance, operations, semtcs o idcr rng~s i  fti FSFW i@f % 







The NOCC is utilized for a variety of network management and contrat ftttf~t;ifim t~rlxrtlmg %-ti%@&gs 
klunaging and diagnosing the Company's SONET networks, central o%ee c&pipm%k, custanxr &rut.trib &x%i'%tgqI,z 
and the Company's switches and associated equipment. The NQGC is a~lsa &tz Iocaticln ~ ~ f i e - f r :  tb~-t:*~ 

, - provisians, coordinates, tests and accepts all orders for switched and dedicated dkdt artten, In trtdrtrak t h & v w ~  
mitifains the database for the Company's circuits and network availability. Semrk- pers~-mk a[ t h ~  P;w,C:&b 
dct~elop and d~stribute a variety of software utilized to manage and mintgin thcn~twotk,  - ,  . - , I  - 

I 

Ecplrrlpmemr Stq>ply - ,  , , 
t r 

The Company and the operating companies purehare fiber optic mmisrion oht o<ha2:&&mirc 
equipment from Lucent, Fujitsu, Tellabs, and other suppliers at,negodnted iprices. "The~Cottwrcy ~ ; M g k p g k ~  
optic cable, equipment and supplies for the constructinn and developnxnt: of ks networks wilt ca~dnk~~&;$@-~&.i$~it~ 
available from Lucent, Fuj itsu, 'Tellabs and other suppliers a s  required, The Cw%parrf ~ e ~ o k x & ~ ~ ~ @ k ~ + ~ g . ~  
contracts for equipment with Lucent, Fujitsu, and Tellabs. The C6mp3py mcj the upfatiq& cornpdqiei h&ecEiyX@yd 
17 Lucent switches and three Lucent remote switching moduleg+~whi&h deliqer ~ t f  ~suritcbi~-fi16ctibmf$~~ f i29  P$ 

its current markets. The Company plans to deploy an additional nine regianaif super s\vifchrs dklrm%g $?W% - 
- 

, 

~~~r trec t ior t s  to Cu.vto?ner Locatio?ls 

1 '  -. 
I 

Office buildings are connected by network backbone extensioas to Oar2 afar ~~ZWIBCP.~>P pb$%I$&F ~X~YZ@ C& 

fiber optic cable, which originate and terminate at the aperating cawptnyrs gcngnk r ~ t % l ; ~  ~$tg&j%'.at~-&~tk 
I . sirnultane~usly on both primary and alternate protection paths rhraugh n nkt%~rk htkbt~ne t@-fh@< F~@T~PL@ 
r - company'sn central office, Within each building, operating campanpsr~ncb idfdmt tvtring c ~ d n @ $ M - & ~  r M ~ t c ~  

mmpany's fiber optic terminal equipment to the customer premises. Ctjstorwr,qbipmhr ji$ Wt~treik~$ t$r@wtali@& 
company-provided electronic equipment generally located where customer ~izrisrrris$i~fis &i~k%&%i, etfmki@ 
converted to an optical signal. The traffic is then transmitted through thc h c l ~ W k  bsckivb~ tothe trpem@@ 
company's central office where it can be reconfigured for routing to its ujtfm;ktr? de'stin%tiolt?~nfhe M P ? W Q ~ ~  

The operating company locates its fiber optic equipment In space pr~videtf b~ the krikil~I:izy @,rWnbf wi", t%W% 
typically, on a customer's premises. LXCs often enter into discussions with brdltlit~ ~@fi&ala dttW &B. rtm~p&%~ fv 
serve the IXCsf customers. This network configuration enable$zhcr Cofhfratt~ tto $ha$e eistrcf&rc- qtk1p~h4 
rnltiple- customers, causes little intenuption for customers ddirg ifrstilllsii~n ~ncJ B ~ i f i I e ~ & ~ c t ;  rg<'~tik Jtiii*% t h ~  
Company to introduce new services rapidly and at low incremental c6st. 

Employees 

As of December 3 1, 1998, the operating companies an& the C~rnpay ettplt%pQt Q@X c&@>telr@e$., $R i"rt~,p~%~% 
of the operating companies' and the Company's operations, the Compauty' al$e rrizgrlar& tises the ~di~vlea,&$ i%,% l o ~ a i  
partners, employees and conxract technicians Eor the installation rnir fimlnkmrrcr af its ~tworks; N6tte up ti& 
operating companies' or the Company's employees is  represenfed by a collective brta;liniwl #gz@emM4 rh* 
Company believes that the operating companies' and the Compittky's setari.rrs with their tesvct:rf@~,-cwrgt@jh~5 8% 

Competitian 

The Company faces competition from many comp~tfta~withs~g~lfic;inrly gt~3Iel tlbawlat rGf~rrue6?4~%*8J* 
established brand names and large, existing insralfed customer bascrt. Moreover. WE ~xpcer the Ir;%rk~f ~~r@lpefibit~ 
to internsify in the future. 

In each of the rnarhts served by the Company's networks, the seniccs offerr& by ~ R c  E':8w@%if C @ W ~ @  
principally with the services offered by the incmbent LEG serving that a@. fnca&e-rrt k~pl E~)IL@?LB&"~~~@ 
relationships with their customers, have the potential to stibsidirtc cecmpditi~c ~t%tc%s ftcm $fi@bmrp Sa%L1Cf 
revenues, and benefit from favorable state and federal regulations fri light of the paasayc ~fthl~ls ' f c f t ? l ' @ ~ ~ ~ ~ @ h ~ 6 @  



The Company also faces, and will continue to fare. sonyttirisn I r ~ m  ~;l*tbs r~~r i i l * i t  hi& +cil*+ qwwh 
entrants, including other CLECs, incumbent 'LECs which ore not srhjwr kh4;)rilr $ ~ I ~ ~  W- :** 
AT&T, MClWorldComn, Sprint and other IXCs, cahle televls~itn Qsmegr*nwr. $Lr;ak* -tgkqS&-+, %iv.;rqs-&+ ++~+;;uI> 

wireless telecomunications providers and private networks budt by Isrp 4m1 M T a r  ia% &Wir$. +* <-+wP~i ,*? 
as Williams, Qwest Communications International ant! Level 3 e't~wem~-&w& ,W %bnkb4g, & 
nationwide networks which, in some cases, are designcd tq) provrJr local wt7irarr Ca,ew$ %f%i , w ~ ~ & d A ~ r i r -  4% 

TCI and Mediaone will exploit ubiquitous local cilblr :nfr;rumicrutr for k ~ l C e w W L ~ ~ 4 : ~ * . W +  e h k  C+-Z bn;:r 

provided by the operating companies. Finally, although thc Campany ht gviui~12y u.6.&&i;*i&d~ H % -5@4.41~ 

existing IXCs, there are no assurances that any of these INC'5 will %st k i c ~ k 4  rkrat-be tk*;lr &.jNi%e $+.si,dpa *&4- 
carriers or their facilities, or resell the services of other canlcrs 101kf than w (k 5de-Wi~t  L #** +% kWk+ 

the; m;ir~et~'f6~-local exch 

&tigw~aiioil ... 

Government Overview 

A signific 
f&deral, state .and 
flavst@ble. to us than cu 
b&i;ess: and financial 
participate in proceedings setting tu 

Federal _!egislation and Regulation 

The Telecommunications Act ('*Telesarnrnwnieati~m ACT] t ~ & c % l r s ~  rn I?W&&+ 2 %  ;.@?% 
' , 

depans from prior legislation in the telecommunic~rio~w indur~). By rrrahh%ks*y @&;J-2r.:Tw# x-ee (w  9 9, 

nadonal policy. This act removes state regulatory bamcrr w cuinmfffx@& # t t $ & q m  ~K@%M%*' 'I 
facilitate the provision of local trleeommuoicatiens services by mubipir g ~ % i $ & ~ i .  b; %V@@i:$r +@%$t %$& 
provide to each other services far resale, number ponabtlity. dwl i~g  p&r@= .@d&%t ir* -W $h&:- ,&kr 
compensation for traffic they exchange. Incumbent Local Exchange C W K ~  kg'$$-=-% $&$@ $F*+%, *&*#&- 
with network interconnection, access to unbundled ncmork rlm~wnt%, griE k~dw"&~@ d @.@$' @%<WC, %@@* 
other things. Finally, the FCC is responsible for irnplt.menrjxt@ smi gt~i%fi$q irWt z$$%$@&r, && 'l&G,@w& s$&6~itrx 
subsidiaries and access. 



I - , The FCC is charged -4th the broad ad.rzsponslbi1ity t ~ f  impie'majllg &e 
sw Tel~comunications Act- Ir has done sa by promulgjWg tuIs'irihkfr ~rw-&&qp 

- 1997, a federd appleafs court for the E<$th C ~ c u i t  ~acazed some~itth~~mli&. IR 
Slupfeme~ Caw reversed elements of the Eigtrth Cir.cuRTs ruling findzns dLt tik 
t& Telcco~mmunicarions Acr and issue rules for its irrypkmen~tscin, $prifi&% 

- autliority to -Set pricing guidelines for mbwdled ne2triatk- elemens, lror pr+irmt &tG$ &$@% dkW"&- &&#i@ 
com6-itions of nctsvorli. elements, and ro establish mfes trflowiag 
provisions of existing inrrrcsmkction apeemen&. f-faxv~vcr, the- Qamx 
unbmdled nekwork efements that ItECs mustgtavide. tu- CLECs, "& I 
r~examine which unbundled nework elements lLECs must pmuide, ,& +~&%WWY* tk 
ntled on the FCC's jurisdictiom to set a pricing rnethadotogjt the ,lLECs hakc @ w \ h ? d ~ ~  
me@odology. . - 

r 

. , Many new carriers have experienced difficulties in wrking ni&b FLEG1, WF& t tqwc~ % 
inte_rconnection, rights-of-way, collocation and,imp'lementing the Sg%edhF W B  by &&k k*. 
receive unbundled network elements and whoiesale service $ism the IPitCs, CmwiWW iFFL)&, ii'?&C$ & M$*k*@ 

_., fqr new carriers such as us to provide local swfce to eat~mrs'lm a tWly &-i%@+kq~@ The. 
-rl'e1eLommunications Act created -incentives for I LEGS tcr ~&i)pe@!ts ,a4&-tt&w< -b"a~ig@ &%I& &@i& W &&% 
lfacilities satisfied statutory conditiogs designed ta opeti tfreir lzrrail n%%rd%z.h t& 
Companyh proposed markets are not yet permirted by the FCCC tsr a@C di~tii%e a 
c q o t  be assured that ihese: 1CECs will be aeco@1zaif6~~ b tk wkgw 
offer. long distance service. Ifthe operating ci)mpnie~ areiuwbte tYF ~ ! b @ i &  
whether or not such ILEC has been authorked-to ager i&&g &WE Mw@, &u&@ k* @f@# 

r 1 

region on a timely andcast effective Basis wutoral&k ;rdu~sei$ &@&fed. 

The FCC recently adopted new mla designed 11..mr& il @ d ~ t  &t@-w q W k % %  f& c$&c&,b 
collocation at ILEC central offices by, armag orher thiggq @sK$cYsR~-~L 8,E&' 5bikq f@ w& W% 8f 
equipment from being collocated and requiring f LECS tm offk ulitW@lf& G@&M~M& ~ S r n g T ~ f i I  @ ;'% 
FCC also initiated a new proceeding to address Iitte shtittg w&@b, %?$ irrtgpfa&d+ *erty:t& dfh~Ex:gq+ %-F~&o'&@ 
services over the same line that a consumer uses fop vaire sezrke 4$h%t3@ c%,Ec b*$@f%& :w~& tk *Q 
service. While the Company expects ahat the KCb$ t?eW ga$&%fM%- ~ b i 3  Wkk k wk*!,p% -%z,-m*w 
Companies, it remains uncehin that thesc new wilf k iqiemad h P-%% TBrBGs 
or other paflies may ask that FCC to reconsider same: 6t $1 af i& ictkiIksl,%~k@# ~~ N 
federal court. 

A number of ILECs around the country 8au.e ken e5~~9$?iw &l&%wIq 6 i - &  
compensation to CLECs should apply to lwal teityhona catb  tip& %@ G&& @ti @% M@ )si 
interstate in nature and therefore should be exem#t  fro^ C@EW%%~B. 3imaqis118m%'~mE&aQk %-k&k ekmdi 
calls. Most states have required ILEC to pay ISPS reciptwlt C B w m ? M  k%M%#'%&L OR E9b,&;Be 
FCC adopted an order in which it determined that calfs to XSP9 Wg M@&lEMe 
compensation to carriers for transmitting these calls. i t  irt&tc& ~ W W ~ F ,  tk i~.  
previous state decisions interpaeking interconnection sgesmm &W& 
compensation between two local carriers j6intiy dclhetiag dhktg O@ 
to require ISPs to pay access charges to contribute to unAersd &vder: f@%ki fk &CCcf @$& ~&d%&% @@ wf~b 
incurred by ISPs and the demand for their oRerings. An uft4"afii4r~a&t& @ik' sg 
potential future revenues. 

Several ILECs liave recently filed petitiom ;rr rhr: FCC 
on incumbent LECs in the Tetecomtications Act: wrth re%-pet 
including, among other things, the obfigatiun ro imDund1e P& 
are seeking to provide high-speed dam services ua an inrccLSETA kii 
proyisions of the competitive checklist set httk in thc: 7itfe~u-k 
of them. The FCC has subsequently approved h t such SC*$C@ %&L~CC"TW fff&e&@~~&&i!= w 6% 

i 6 



and unbundling obligatioa of tlie Telecommunicrtions Act. H*%*YQ~, I& W3. %%%&*# % $ y % ~ m  ' T*l. 

dete-e whether ILECs can create separate a%liates For th@tl* high lhvb w@V-*rt.s &@ k=%nk% %= 2%~ i&+~i* 
these obiigations. This outcome could have a mteriat adverse r%cs ~,w $& < %@~@%i, 

h y  of the regulatory changes discussed abave could req+tm xb?fi&@eiLlUw-~ d *s% 
interconnection agreements, or subject them to addidanat cuun 0114 rm@l~%@fh panlG%xTea 
whetker the operati~~g companies can continue ra obfan'~ %r'kd mm;$?%a @ b % ~ ~ ; ~ % ~ k ~ .  
acceptable to them in every state, though mst sultqs birve nlur?a~iy BI&$~~oI$ mtit~ M & J ~  ~ $ 4 & w + w ~ & ~ :  $44@1r4%1 
ace for the most part consistent with the FCC's related pricitrg gtn*is-iirm 

In an exercise of its "forbs&ance aiithority? thc FCC k r  rtbkik &r %*ivh-*q bwm-e wrp$& 
n o n d o h n t  R C s  will no longer be able to file tarin" with the K?f: 2ttm9Wlaq fB@ &%~d%k* K* :&w$ 
services (the "IXC Detariffing Order")). Tariffs set lonh l o  tdinrv a&$Yul r;iWnre% *%G% *r; dwdi!$$b 
companies provide services. This would deprive the Company of' tk &wq@Qjk& &fSwm$ %& %i #% :#:w+L4M&? -. 
conditions contained in a filed tariff, requiring instead rclinnre att idg~r~fwt i!k@&&& '?w #V4f ~b*m~?@-b-6 
has been stayed pending review in the U,S. Court aF Appsats ~ L Y P  rtrc .D%&naco ~F@TF&%Y& 

h May 1997, the FCC released an orderx estabtislning s SI~@I,&*Y~~L e :wJgh$  &am%, ii&~&t$~d: %#M *AY 

subsidy regime. For example, thc FCC lestablished new siihsi$ic% ffif ftr&%&~t!k@@~ 
p r ~ i d e d  to qualifying schools and librarieu with: an annual cap oF $$,la kg#%/@ &&f &*+ 
health care providers with an-annual cap of $400 million, The FCC* t%d#ift-@f!@** W 
achange telephone service provided to low-if~con~ consumets* rrltu't&bn e% de&f%&b 
such as rhe Company, as well as certain other erriities, musr pg t"ur rb&w ~II~@@W- I k  
payments into these federal subsidy fun* will be baed an its shatr asf"$!crali@ {\T@J%S$ + k p ~ 8 @ ~ ! 6 ' M 4 t ~ & 7 ~ * ~ f i  

revenues. Currently, the FCC is assessing such payments on t h ~  hh\"f.fil& QP@PFW~H 4 &%@*R~F %%&@*w2*w 
h the May 1997 order, the FCC also amounced that it svill saoa rev~w illS easi~i~rs & 3 ~  %g&~#kw ~.iidI~,@&%*~W$~*k 
cansumen in high cost areas, which may result itr further srtb3twt'i~rl uwwixlria i.@ ub z5@@%& %$$+ #'& 
pagram Several parties have appealed the May 1997 order, Suerk irppd? klr-iinp &@I+% 

eo the United States Court .of Appeals, for the Fifth Cir~ui t  whet@ itrub a$@@%% %# 

Variaus states area alsa in the process ofhplernenting thcir o w  M ~ V ~ ~ S I T  %#FYKe $W&@W, 

To the extent that the: operating companies provik i~1k~8?4k:krt#r~' LGW% 
charges we required to be paid to ILECs when the fmciljtics of thclse G $ P ' X ~ Y ~ & & ~  
interexchange calls. Also, as CLECs, the operating cornpaairs pfauirin: ~ H P U  &yd;%b@ I* t$w 
providers, The interstate access charges of ILECs are subjetl~ ro mrert$trg j t t f tkb%$i  k"$: 
CLECs rue subject to a lesser degree of FCC regulation hut remain: %&Js~ $43 & #qt&t 
reasonable, and not unreasonably discriminatory. In rwo orders rcfisr@$et3 ITJ-%I;%W 
made major changes in the interstate access charge stn~cluxo. tn !b W@@~W 
mstnictiwns can LECs ability to lower access prices and relax& the n~%hew$$~ s& w* be@;;*$ ~ W @ p ~ ~ ? k : & ~ +  
those markets where there are other providers ~f access servir;~. ff&% izkcrr&Blir{T @$@$1~3:9&3r&%8@h &Y@ 
monitored by federal regulators, it could have a nlaterial ~dsezse ekq$qct at& ~lb TTrcfiw~$'s @th7  &-: 
providing hterstate access services. The May 1997 order subscaa&i~l*t~ sx~;~rr,wd 3fm $@%LC +&, #>&$:a , , 
FCC's price cap rules ("price cap LECs") recove1 through a ~ f l l & & ,  %irk-ttit@% r%&&tt@$e i W 2 ~  ~"w* fC. & ' -  

May 1997 order, the FCC also announced its plan to brlag intclsib%for. %$gm TUI %Y%@ tab&% C W *tMg:&4. #f?% 
plan will include rules that are expected to be established s ~ w t m  ir~ [+YR &if w:$ w# $ $&.a.:%&?*&& 

pricing flexibility upon demoastration of increased caxnpct~tiasr foa wrrazdJ &brpfwd~~i%Hf I @~&Gw gWgki% 
m n e r  in which the FCC implements this approach to lower~lp ILQCILS%$ b h f g $  Qi*4*y& ?f+%$&+%&~ $ 

ltrc Comgany's ability to compete in providing intersure access ssewicca 

In addition, the operating companies assess access e1:aqes !O CDaq&jy.@-B t k 6  w @fif& %:.?;;jv@$ k$ -~+@&bip 

ar terminate long distance calls. Some of these campanies, influduz~ r-=ft&T &a$ Xpi~cR. &W $+ 
.&-em :a& 

resist paying access charges that exceed h e  access charge?; of the b t E C  tw om t.p'rs'~s w6pjm *w. "-%%+%: 





The Company leases its principal executive ofices front A ~ ~ $ I ~ I P  ttr t'nthl~pri@iwb. Ptsritfiksrkajs~ @ .tyic4+5 

its ofiices in Pittsburgh, Pennsylvania. Additionally, the Conipn~ty t~wnr rfu Sl LC 6- f& iirrur 

AIL of the fiber obtic,cable, f i b S  optic telecanmnrc-atibns ek?ujw1 
used in the: networks, are owned or leageed by the applicable opciQtirig c@mmy 
pravidinsservice is ptimarily.'dn or under public roads, highwayf nu r l t@~w~-  
privati? property. As of December. 3 1, 19981 the C ~ n p a n y ' ~  total tetdear119mmr 
of fiber optic tele~ommu@ieations equipment, fiber optic cable, %~Bt@h%i $&*& 
hprovemnts and corntruetion in progrpSs. Such propeditld do aak~~llff th~~@$ve% @ 

, . r -  

Iqcation ofprincipal units. , a 

Substantially all of thd fiber optic. telccommwlication$ equipnvint u s %  i& & : C E ~ W Y  
p in multiple leased facilities i n  variaus locations throughput the mewept i~n: i r fau ~ * @ 6  b$i & 

Company believes that its properties ahd those of its operating sawpaai~ ar# p 

intended purpose, 

ITEM 3. LEGAL PROCEEDINGS 
I " 

On February 24, 1999, the Cam~any was served with a YUXIMZUI~~ e;d 
District Court for the Northem District oENew York, Case Nurnhr S)g*CV4%-8, 
("Sofutions"), which is deschbed in the complaint as a company in eb t#~%i@m$ b' 
supporting comprehensive computer soware tools, cxecutivc info'srwllarlt apM%@~ 4 
use to i q r o v e  their business performance. The cornpleint sllrges, swmg M ~ F  W@W,, 
the n m e  "Hyperion" in its business illfringes upon various tradcmrks arrii ~ : r v l e  
federal trademark laws and violates various New Yark business praaic~r, ar;I%a%i 
Thtrtosnplaint seeks, among other matters, to enjoin the Campafly f c ~ m  w$rflg tIi% %@& @ ip.% * 
Cf~rnpany's business as well asto recover unspecified damages, trelalt: &m&a 4&1 &f$$Wg@ 
ifre Company believes that the' Company has meritorious defenses ts, the cwm),f%in$ &mkf%@kV~ 
tbis lawsuit. Although management believes that this lawsuit will nnt in any &Y@ $ *M*@-&* :*4 













ITEyT-. MANAGEMENT'S DISCUSSION AND ANALY&fY OF fis4cqqClf.pk @cm#y&&; 
RESULTS PF OPEIPATIOMS 

(iiollars in thousands except per share. amounts) 

Overview 

The Private securities Litigation Reform Act d€ 14% pimirk% @ -+%& am$*6  
statements, Certain information included in this Traiisiaial Rqeriirt ~ 1 %  @hi#% Tt%'Ilj FM 
Discussion and Analysis of 'Finqncial Condition and Rcsults? af r3pgx';ihil&%5 &% R~xw~s'tW 
relating to the effects of future regulatibn, future capital ~ o a n w ~ t f ~ v ~ k  ~atk t@tg ~$I~%&P&Z" *&! 
looking information involvh important risk§ and uncerrrilnties tlrl 
fUture from those expressed'in any forward-looking stu\ernnnrf$ 
"forward looking statements" can be, idehtifidd by the vsc crF @fw# 
"expects," "may," "will," "sliould," "intendswot "intends" nr "enfl~@a 
thereon or comparable tenizinology, 9' by disous~ions clf jtntc~y 
aimd uncertainties include,-tiut are not' lirxlited to, unceflaltltie$ r@k4 
divestitures, the cost of availability of capital, government atrrfr re 
equjpment, materials, inventories and programming, Y'onr 1! 
develop~nents and changes in the competitive ,enviroamctit kri. wftrcb 
  ran sit ion Report on Form 10-K are cautioned thnt Farward-lmking rhl@mls@ kn%&#~% ~ & ~ ~ H w j $ ~ - ~ ~ ~ ~ b  
assurance canbebgiven tliab the-future results will be nchisvtd. R I ~  rhsr &~ln* 6 ~ ~ t i c  i n & x & ~ @  W g  ME&:& 
as a result of the risks and unceqainties facing the Canlpayty, 

The "Company" or "Hyperion" means Hyperiorr 'I'ckcnre~tmcla~$~fdef~~, @R 
subsidiaries, except where the contextrotherwise require$, Unle5~ [fig $oprt#St mh%% 
the "networks" or the "Company's network$"mean the 22 trildc~~~talwf&a&4% 
in operation or under construction~(the "Existing Netw~rk.k"') awn& 1) K ~ ~ F E S ~ ,  
Companiesl(which, as defined herein; are (i) wholly and majority t$Wt%@$it %%k#!@ 

. venture partnerships and corporations managed by thtt Coq~pii~s IFI w&$q/b +& 
majority equity interest with' one or,&ore: olher partners) end (bl atfctifi@mb b%i~~$& 
Networks") as of such date. 

Myperion is a super-regional provider af cammrrnica!iorr# Mrytk'cl ti 

services to customers that include bhinesses, governmenra! an4 ebk8%@ti@w& 
service providers throughout the eastern United Statcs, The t.a;rtnp;xn~ $f~~@ld@u 
services such as local switch dial tone, long distance liervicc, l'tigb $m~%- 
customer has a choice of receiving these sewices h\dividual$y sr 3% p g f  & i i i  
priced at a discount when compared to the price of the iri&iivdoe!- nnir;: 
improved economic returns from providing services over Qc C*@tp&@$''s @WI% ViW;* 
traffic), the Company is in the process of signifrcantfy e x p ~ x ~ d t q  tk@ #@%h ff$ 
system expansion includes the purchase, lease or c~n~tnr~t iQln  trf tiha? 
markets and the interconnection of all of the Company's edtiting wruS bW 
optic network facilities, as well as implementing various wchn.~'rl~gi& ti&$ 

("DWDM") to provide greater bandwidth capacity on the Sony,iir&ys."% is%!& 

By the ye= 2001, Hyperipn expects to s e v e  most @f lhp ~ f k * & @ & $ 1 6  jPlt @@ ~ $ ~ ~ z d @ % . ~ ? ,  
The Company currently provides comnrunications servicca trt. 66 m k q % @  $$kt!% fe'tt *W&&%* t&??: 

than 50 new markets, expanding Hyperion's presence ~~@scR%R%*~P Jfii *%.i&f, @@ -&&w %*k ?$h@. 
Company had installed 20 Lucent SESS switches ~t nnrcltr rwtr~br&q rfifimt.raikm ?bs& $$Y&%% $ i& .;-w+&-> 
1999 additional regional switches (the " S U V ~  %W&~CW~~,  (;Yw@ %;fit&w$x @ %Gmwf '. %-$& w- 
backbone will connect each of the Compsny's markers, mi.£ F C ~ @ & ~ & E +  g?%sL~% $ % $ & @ ' ~  **3&$: ?*:-@$ 
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Co*nipanyls NOCC, have resulted in substantial cap1W5 axpMinem ir* a%@%w- 4&kY%&@ .pia-.h.$%F +$6@61 Capital expenditures by the Company were $39,735 a& $14%?$3 &+ $& g w  *+*, >a,$& i-*~& 53 b~@@ 

and 1998, respectively. Further, investments made bx tfre e-4~ a M&& Z-wgqk% 
LhfITS licenses were $53,194 and %69,018 for the MW rnfau8- i8eIkt p 1 i ";,&*-? %*, ; 
The significant increase in capital expenditures f i g  tfre sin;s ~m&% *a$ bia.ip_d&% *,% Ad*&- pi- ~ z ~ ~ ~ $ ~ & ' + % l ; & ~  

- - 
same period in the prior Bscal year is largely attribtitahk~ lu'k @&w&@%Hk k w # W %  % y&v+Aw -W @?B@P:& 

Networks and the New Networks, as well its the Ftkt pmefrae3 4 PA-%~~R$, 
ahat it will continue to incur substa~ti&Z capital FX~C&~#U=% 81, Bc5 ,s 

5~-~@t&p 
to continue to fund operating losses w the Company &q@ pw+ *& h h p w ~  @r$% a $ M @ $ w  ?hAW* 

-2 -, 
recent transactions affecting the Clampany's Itqsfdity $& gapfa$ r@*~I%.r.rb, kb @f$--+& && '&ii$%2+*41?ih 
Transactions." 

The Company has experienced neg+ati~t (opmatsq W searjaiM@ dF%% %3%* $,* P @ r . t w  -%, 
combhiition of operating Iosses, substantial capjwf ifim&r~% 2s 

jk $&&& a&g4&$~* ?+$# x*&gww&-* *kj#&"-? 
cash flow. 

Expansion of the Company's Existifig Nerworb %act se~tk$@% fW u 

additional networks and services requires significant cilgt~aF @x~~QI~AHF~ g%-& ir 
and will continue to require substantial capitst itrvearttmt f i x  {XI & %%%&$W%%t 
in the Company's. networks, (ii) the expansion and ~ r s v @ m ~ t  i k f  %h $2-g 
[iii) the design, construction and deveiopmnr of Now @.# 4k 
interests in Existing Networks or New Networks. The Cotm~lr~  k.&t s w g i ~ + & ~  g@kq$ q i ~ ~ ~  
investments in Operating Companies in cannecti~n witit the rt%%Mbtat%% f d  Kk24$ *W+@E%% ~k%@& 5@ltBP&3&- 
mdlrdules in all of its Existing Networks ;tnd p l ~ n s  to urstali rqli~mii ,$trwF %wpSh'#?&& 4 ~t+$&w k*i %!I@ 'k%i*&& 
when such New Networks are operational. To dare, rl"1?@mfi3 I%#% kl#$&kf ~*Y&FM%~ LaJ A%* %@ 2% %$fg@8& 
Networks and plans to provide such services in a11 @f I& Ncw %%S%fdt:k% t# + %ik&f& %d@2dr,i&~ 4 qqwd ;atk 

Lucent 5 switch technology. In addition, rl~c Campny inlc&b ttb t~w&@@&Mf ww 5 % ~  13& 
significantly in the foreseeable fuaure in conn~ctron with tlfa @%p&fl@td~t &d: r# &k$ @** ,&& *@&@&& Jfi*&. 

g&elrally. The Company also plans to purchase its p a m a '  i ~ t e ~ @ $ f  i% Ck@ &2mi@@ @&B%~$W$ C%?% 4 74% G@-td*?*r 

at amactwe economic terms. The Coqpany estinatrrrt Ihnt g %$k r@urf$ &m#4#gW% ~g%;l@q% 9% *!,%- 4g9 
ups, the Entergy acquisition, agticipated-capital cxpnditures, wnrking g&$14k3 tqwi!W* w~$w4@ igf@~,~&@s 
pro Tata investments in the Operating Companies %am Janwry I * ~ Q * $ I ~ P % ~ ~ ~ @  & CR$ d" %&@& ;$$$&I ~P.W@~F 
believes that the net proceeds from the offerieg of the: 5 @ h t d $ ~ $ % \  K ~ ~ ,  %4@#3@% +hi44 5% *"i~*s@+g :++g,&%&$$% 

and internally generated h d s ,  will be svlficicni to fund t k p  lw@Uvps, tb @w%@ w$mw, rtlp ':***. 4 .& 
expenditures, working capital requirements, operating ~aqwcs sad g r ~  adat;r ba&nbs@wwh v% @it6 ?;**IY&@~+ ir, a *  

capital expenditures through the fiscal quarter ended Seple&r 36* %@a it% -,-* @c"iC~ &$# @% :* +$@%$& $27  

that the Company's kture cash requirements %'ill nnr, vary siprT~.wfly fww k- gHm@*'2ke. @Wi@hwC @% :@ ;p "*:tw&- 
of factors including acquisition of additional netw~rk,  d e s ~ f ~ w f i r l  ad 8,hd$~% lW~W$h  J:%@%Y&@& $J@+@%i;h/ 
of increased ownership in its networks and material u a r i a ~ e  k@M C X ~ G W $  G & + M ~  $x~*~&d%e - ? & t ~ : ~ ~ = l ~ r n !  

Existing Networks and New Networks or (ii) &at anticipaad f im~t#@~ $C$&X  RE* C+g@qWs &A% &%fr - 
of capital will become available to the Company, in a&iuols, n n p~~w$&& W s%g*f&~-$- ##2 I:-% 

networks may include the geographic expansion oQ rba C q % t % y r ~  t$tt%JFl@ vM.5 
acquisition of other new markets not currently plannri!. 'Yh* c]ro~tby 4f%p41-f,* %l;p. ;+%%W 
additional markets, which have broader geographic coverage am[ f@qg%~ &@&+i .~~#Miif -@+@%A" **R !@$i+ %j@ 

partnen in the past. The Company also has funded the pu~c"wrs afeg1:&i@ #$mgbkp 1+5&*t% &fig+ +*~@+Y&~-+JS :-- 

additional purchases of putnership interests. 

The Company will need substantial additional fun& lo &#fy f~td aaa k i g ~ i ~ w  ggq& i% 5- ~ ~ w - 9  +gat,;- 
to fund its capital requirements through existing resaurccs, cfedhk Fa~dlr&a $& il~avn.k& % ~ 1 ; , ~ ~  4.' 4 % ~  - '&2p@fr 
and Ope~ating Company levels, intemally generated funds. rqlsity sm e%'t%$ by k& $ w ~ ~ i  iN4 + k t  %Li°i-y:@ I >Lvpemf% 
artd additional debt or equity financings, as appropriate. and expi%& 8% ft$a;&$ a p+%*w d&gWW 3& 

local partners through existing resources, in~ernally ga~cral& i w l s  %d &&A*s@%& &w. o& +LJ: : r, 


























































































































































































































































